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SUBJECT: ELECTRICITY EXCHANGES 

1 . THE DEPARTMENT OF ENERGY'S WESTERN AREA POWER 
ADMINISTRATION HAS BEEN APPROACHED BY THE PROVINCIAL 
UTILITY MANITOBA HYDRO CONCERNING THE POSSIBILITY 

OP ADVANCING THE CONSTRUCTION OP A CANADIAN 
HYDROELECTRIC PROJECT ON THE NELSON RIVER AND 
DEDICATING THE POWER OUTPUT (ABOUT 1000 MW) TO THE 
U.S. FOR ABOUT 15 YEARS. 

2. DOE IS AWARE OP THE CURRENT SALES AND INTER- 
CONNECTIONS THAT MANITOBA HAS WITH OTHER CANADIAN 
PROVINCES AND WITH THE U.S. HOWEVER, IT IS OUR 
UNDERSTANDING THAT TO DATE MANITOBA HYDRO POLICY 
HAS BEEN TO PROVIDE ELECTRICAL GENERATION TO MEET 
THE NEEDS OP THE PROVINCE PIRST, AND THEN TO MAKE 
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USE OP THE INTERCONNECTIONS TO SELL SURPLUS ENERGY 
WHEN AVAILABLE. DISCUSSIONS HAVE THEREPORE BEEN 
TENATIVE SINCE THERE HAS NOT YET BEEN A PORMAL CHANGE 
IN PROVINCIAL POLICY TO PROVIDE POR ADVANCED CON- 
STRUCTION. 

3. NONETHELESS, THE CONCEPT OP MANITOBA HYDRO 
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ADVANCING THE CONSTRUCTION OF A POWER PLANT AND 

DEDICATING THE POWER TO THE U.S. FOR A FIXED PERIOD 
DESERVES CONSIDERATION. CONSEQUENTLY, DOE INTENDS 
TO CONDUCT A PRELIMINARY STUDY OF MANITOBA'S PROPOSAL 
INCLUDING THE ROUGH COSTING OF THE TRANSMISSION 
SYSTEMS THAT WOULD BE REQUIRED IN THE U.S. DOE 
WILL ALSO ASSESS THE COSTS OF ALTERNATIVE SOURCES 
OF ELECTRICITY WITHIN THE U.S. 

4. IN PREPARING THEIR EEASIBILITY ANALYSIS DOE 

WOULD LIKE TO ADDRESS THE QUESTION OE POLITICAL SECURITY 
AND RELIABILITY OF A LONG-TERM CONTRACT WITH MANITOBA 
HYDRO. CONSEQUENTLY, WE WOULD APPRECIATE RECEIVING 
FROM THE EMBASSY THE FOLLOWING: 

A COMPREHENSIVE ASSESSMENT OF THE CURRENT POLITICAL 
SITUATION IN MANITOBA; 

PROJECTION OF PROVINCIAL POLITICAL TRENDS; 

BASED ON THE EMBASSY'S BEST JUDGMENT, CAN USG RELY 
ON THE PROVINCE TO ABIDE BY AN AGREEMENT TO DEDICATE 
ELECTRICITY SALES TO THE U.S. FOR A 15-YEAR PERIOD; 

AND 
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FINALLY, GIVEN THAT THE GENERAL POLICY OF ALL THE 
PROVINCES IS TO ONLY SELL SURPLUS POWER TO THE 
U.S., WILL OTHER PROVINCIAL UTILITIES TRY TO BLOCK 
MANITOBA HYDRO'S PROPOSAL ONCE IT IS MADE PUBLIC OR 
APPEARS BEFORE THENEB? WHAT IS LIKELY GOC POSITION? 

5. WE NOTE THAT, WHILE MANITOBA'S PROPOSAL IS A FALL-OUT 
FROM THE RECENT DISCUSSIONS BETWEEN DOE AND EM&R REGARDING 
A JOINT STUDY ON ELECTRICITY EXCHANGES, OTTAWA MAY NOT BE 
AWARE OE MANITOBA'S APPROACH TO WESTERN AREA POWER ADMIN- 
ISTRATION. EMBASSY SHOULD THEREEORE INFORM EM&R AND NEB 
OFEICIALS AT APPROPRIATE LEVEL OF MANITOBA HYDRO'S 
APPROACH AND OF DOE'S INTENTION CARRY OUT TECHNICAL 
ANALYSIS. 

6. DOE WOULD APPRECIATE RESPONSE BY MAY 5. VANCE 
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